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NOTES AND MEMORANDA. 



SOME RECENT BOOKS ON LOCAL TAXATION* 

The reform of local taxation is fast coming to the forefront 
of political discussion in Europe. In almost every country the 
scientific writers on finance are attempting to clear the way 
for intelligent popular discussion. Among the many recent 
works, those mentioned below deserve attention on this side 
of the Atlantic. 

The name of Professor Neumann of the University of 
Tubingen is familiar to all students of finance. For over 
twenty years he has been in the van of the fight for fiscal 
reform in Germany, and through his keen investigations has 
contributed not a little to the unravelling of many knotty 
problems. In the works here reviewed he deals with some of 
the practical points now under discussion in Saxony and 
Wtirtemberg ; but in each case he treats the subject, in part, 
at least, from a more general point of view, so that what he 
has to say is of value even to those not especially interested 
in the technical details of the German reforms. In the work 
on The .Reform of Local Taxation in Germany he approaches 
his subject by endeavoring to point out how local finance may 
be affected by a possible alteration in state and national 
finance. The imperial taxes, he thinks, must remain indirect 
(in which category, however, he still includes the inheritance 
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tax) ; and, in so far as the imperial taxes are unjust, with but 
little likelihood of change, it becomes the duty of the separate 
commonwealths to alter their systems. Here theory points out 
the distinction between local and state finance : in the former 
more stress must be laid on the doctrine of benefits, in the 
latter on that of equal sacrifice. This would mean an ap- 
proach to the Prussian system — a state income tax, a local 
system of special assessments, with a real-property tax, sup- 
plemented perhaps by other taxes. What these other taxes 
should be is the question which chiefly engages the attention 
of the author. As a source of local revenue, a general income 
tax seems unsuitable, for many reasons, as does also a special 
tax on personal property. The ends of justice can best be 
subserved by a business tax akin to the Prussian, but supple- 
mented by a tax on the " unearned increment " of real estate 
and by a special tax on large factories and establishments em- 
ploying many laborers. 

In his other work on Personal Taxes on Income Com- 
bined with Taxes on Product or Property Taxes, Professor 
Neumann discusses the reform of the Wiirtemberg tax system 
as a preliminary to a change in the local system. He reverts 
to the topic already so abundantly discussed in Germany, — a 
comparison of the merits of personal taxes on income and 
property on the one hand, and of the real taxes or taxes on 
product on the other ; and, while leaning to the Prussian re- 
forms in general, he advocates for the moment a state tax on 
income and a system of local taxes on product. 

Each of these works supplements the other. Each is 
acutely written, and considerably increases our knowledge 
of the relative merits of certain classes of revenues. The 
one criticism which the present writer cannot refrain from 
urging is that in neither book is the distinction adequately 
thought out between the province of the faculty principle 
and that of the benefit principle in finance. The state- 
ment that local taxation must be guided by the latter, and 
state taxation by the former, is too simple a solution of an 
intricate problem; and while Professor Neumann's practical 
conclusions are generally of value, his theoretical premises are 
not always satisfactory. 
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Much the same class of problems is discussed in the two 
Italian works whose titles are given above. There is only 
this difference, that Italy still lags far behind Germany in her 
fiscal system; so that much that appears new to the Italians is 
an old story to the Germans. Professor Alessio, in his in- 
teresting monograph, The Reform of Local Taxation, makes 
a strong plea for the abolition of the indirect taxes which 
still yield so large a part of the Italian local revenues, and 
demands a separation between state and local finance in re- 
spect to the source of direct taxes proper. The real estate 
tax is to be retained by the communes and supplemented by 
other taxes on product, while the more personal taxes on 
income, and even on property, are to go to the state. Profes- 
sor Dalla Volta, on the other hand, in his essay on Special 
Assessments for Betterments, calls attention to a field hitherto 
almost entirely neglected in Italy, and bases his discussion 
largely on American precedent and material. 

Mr. Cannan, in his History of Local Rates in England, has 
accomplished a difficult task with remarkable success. Al- 
though it does not pretend to be more than a sketch of the 
history of local taxation, the little book is welcome as being 
the pioneer work on the topic. Heretofore, writers on local 
taxation have almost universally begun with the poor rate of 
1601, and have not been very lucid at that. Mr. Cannan 
takes us back to the non-statutory rates before the sixteenth 
century, as well as to earlier miscellaneous statutory rates; 
and he succeeds in giving a readable and interesting account 
of the continuity in the development. He also lays much 
stress on a comparison of the ability and the benefit princi- 
ples. But here, again, although we are grateful for the facts, 
it may be queried whether Mr. Cannan has always correctly 
interpreted them. He shows us, indeed, that the accepted 
view in the fourteenth and fifteenth centuries was that every 
one should pay according to his " ability or substance " (p. 22) ; 
and he gives us a clear picture of the process by which the 
test of ability was shifted from general substance to real prop- 
erty. It is pointed out that the benefit theory was applied 
only in a few cases, which are proper precedents for the mod- 
ern " betterment charge " (pp. 47, 50). He shows, also, how 
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the same process of transition from "general substance" to 
realty took place in the poor rate, which started out as a 
" general ability " tax. But in treating of " benefit rates," or 
what we nowadays call betterment charges or special assess- 
ments, Mr. Cannan is not careful to distinguish between 
jurisdictional benefit and special or individual benefit. The 
Sewers Acts, for instance, one of which he quotes on page 
112, speak commonly only of a jurisdictional benefit, the 
charge not being in proportion to the amount of individual 
benefit. It is indeed true that we find in English local finance 
several minor examples of benefit rates ; but Mr. Cannan fails 
to distinguish in theory between taxes proper and these bet- 
terment charges. The result is confusing. And when he 
tells us at the end (p. 135) that the present system of local 
finance is much more in accordance with the principle of 
taxation according to benefit, he forgets what he has said in 
another place : namely, that the possession of real estate has 
come to be considered a partial test of ability itself. Until 
the distinction in theory between a tax proper and a better- 
ment charge or special assessment is clearly grasped, it will 
be impossible either to understand the present position of 
local finance or to make adequate proposals for reform. 

Among the minor defects in Mr. Cannan's volume may be 
mentioned the statement (p. 114) that the origin of the land 
tax is to be found in the " monthly assessments " of the com- 
monwealth. In reality, the monthly assessment itself was 
nothing but a survival, or rather a re-introduction, of the 
earlier property taxes. Finally, Mr. Cannan's explanation of 
the supposed difference between a rate and a tax (p. 4), mean- 
ing by the latter what we call a percentage tax and by the 
former an apportioned tax, is altogether fanciful. 

Edwin R. A. Seligman. 



